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Serrano [Appearing below is an English-language summary of "El Sector Electrico: Rezagado una
Decada en Planes de Expansion," published in the 08/14/91 issue of El Financiero. The Spanish
original appears in this issue of SourceMex (08/21/91).] Plans for expansion by the state-run Federal
Electricity Commission (CFE) are almost 10 years behind schedule. Moreover, the Central Light and
Power Company (CLFC) is virtually bankrupt. A review of the achievements and financial status
of the CFE and the CLFC from 1982 to the present reveals the sorry state of affairs in the industry
responsible for generation, distribution and marketing of electricity throughout the country for the
last 54 years. During a public presentation on May 4 last year of the five-year (1990-94) national
energy program, CFE director Guillermo Guerrero Villalobos said, "reserve margins have declined,
resulting in the risk of insufficient supply over the next few years. Energy losses in transmission
and distribution networks have increased, and productive capacity...has become inadequate [to
meet growing demand]." According to a report by the CFE's general accounting office, the rate
of investment in the industry from 1982 to the present has remained below the 1981 level, while
electricity demand has increased at an average of 5.7% per year. Investment projects have been
postponed, and in some cases abandoned altogether. In some plants, construction projects were
suspended for one to three years. Project budgets in other plants were transferred to alternate
sites defined as higher priority. Guerrero Villalobos said about 42 trillion pesos ($13.93 billion) in
investment are required during the 1990-1994 period. The financial resources would be obtained
via productivity improvements; foreign loans ($5 billion), and implementation of the following rate
hikes: a 14% real increase in 1990, which was authorized and implemented; 15% in 1991; 6% in 1992;
4% increase in 1993; and, 2% in 1994. Under the five-year plan, power generating capacity would
increase to a total 29,822 megawatts in 1992, 32,680 in 1993, and 34,865 by 1994. Although the above
investment program would permit keeping apace with rising demand for power, it appears unlikely
target levels will be achieved. Over the past eight years, financial constraints prevented installation
of 12,723 megawatts in power generating capacity, an amount equal to about half of CFE's current
capacity. Financial problems were ostensibly caused by failure to increase rates paid by consumers
to keep pace with rising expenditures. The CFE's debt was recently calculated at $10 billion, making
it the second most indebted company in Mexico. The federal government implemented a financial
restructuring program, and spent about $10 billion to assume CFE liabilities. The government also
authorized a new rate schedule intended to cover actual production costs and generate financing
for 40% of the 1990-1994 investment program. Despite the rate hikes, CFE debt will increase from
$2 billion to $7 billion during the remainder of President Carlos Salinas de Gortari's administration.
According to the company's year-end financial statement, in 1990 alone, domestic debt increased
by 629%, and foreign debt by 31.4%. CLFC financial problems are even worse than the Federal
Electricity Commission's. The debt to liquid assets ratio is 20 to 1. As of year-end 1990, the company
reported debt in excess of 14 trillion pesos (nearly $5 billion). The CLFC owes the CFE 12.9 trillion
pesos ($4.27 billion). Because the Company cannot make timely debt service payments, a large
proportion of the principal consists of unpaid interest which has been capitalized. In 1989, the
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CLFC's debt increased by 2.7 trillion pesos ($895 million), result of interest arrears. CLFC revenues
for the same year totaled 2.3 trillion pesos ($762.8 million); sales receipts accounted for 80.8% of
revenues. In 1990, the CLFC's debt increased by 30%. In addition to severe financial problems, the
CLFC has been burdened with "union terror," as described by the federal Comptroller General.
Guerrero Villalobos, who heads both the CFE and CLFC, recognized the CLFC's apparently
insurmountable troubles in the 1989-1994 Productivity Program. The document states that CLFC
output capacity will remain constant at 898 megawatts for the duration of the Salinas administration.
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